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March 25, 1987
HAND DELIVERED - [NECEIVED
Dr. Dianne Nielson . 2 6 |987
Director
Utah Division of 0il, Gas & Mining N O
III Triad, Suite 300 DIV. OlL, GAS, MINING |

Salt Lake City, Utah 84130-1203
RE: Supplemental Bonding Information
Dear Director Nielson:

During our meeting with the Utah Division of 0il, Gas &
Mining on Monday, February 23, 1987, and during a briefing session
with the Board of 0il, Gas & Mining on February 26, 1987, the
Division requested that Kaiser Coal Corporation provide the State
of Utah with a statement concerning its ability to meet the
financial criteria for self bonding. Under the most current
financial information available to date, copies of which are
attached, Kaiser Coal Corporation meets the following criteria
set forth at UMC 800.23:

a. UMC 823.D. Kaiser Coal Corporation's total finan-
cial indebtedness to the State of Utah for self
bonding requirements at the Sunnyside Mine, the
Horse Canyvon Mine and the Wellington Preparation
Plant equal §$8,676,773.00. This amount does not
exceed twenty-five percent of Kaiser Coal Corpor-
ation's tangible net worth in the United States
of $270 million.

b. UMC 800.23B(iii): Fixed assets, exclusive of land
or coal in place, total at least $20 million
(Kaiser Coal Corporation's fixed assets total
$72,376 million).

c. UMC 800.23B(iii): The ratio of total liabilities
to net worth is 2.5 times or less (Kaiser Coal
Corporation's ratio is 0.4). John Gosney, Chief
of Financial Operations, indicates that the
December 31, 1986 balance sheets will, when completed,
also reflect compliance with the above criteria.
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Unfortunately, based upon the enclosed balance sheets,
Kaiser Coal Corporation does not presently meet the current assets
to current liabilities ratio test set forth in UMC 800.23B(iii).
Specifically, the ratio of Kaiser Coal Corporation's current
assets to current liabilities is less than the statutory minimum
of 1.2.

As such, it appears that at the present time, Kaiser
Coal Corporation does not meet all of the necessary criteria for
self bonding in the State of Utah. Pursuant to the terms of
applicable Self Bonding and Indemnity Agreements between Kaiser
Coal Corporation and the State of Utah, Kaiser anticipates that
notices will be forthcoming concerning the aforementioned self
bonding deficiency. Upon receipt thereof, Kaiser shall endeavor,
within ninety days, to replace or otherwise reinstate an acceptable
reclamation performance bond in accordance with such notice and
applicable laws, rules and regulations.

Finally, you should understand that, although Kaiser is
currently subject to the jurisdiction of the federal Bankruptcy
Court under Chapter 11 reorganization proceedings, it appears that
neither the debtor in possession or a trustee for the bankrupt
estate can abandon its reclamation responsibilities under state
and federal law. See Midlantic National Bank v. N, J. Department .
of Environmental Proctection 106 S.Ct. 755, 88 L.Ed. 2d. 849 (1986),
In reliance on this decision, the federal Bankruptcy Court in West
Virginia recently ruled that the post petition costs of reclaiming
an area disturbed by the debtor in possession while conducting a
surface coal mining operation was entitled to administrative
priority under 11 U.S.C., Section 503 (b) (1) (A). In re Pierce Coal
and Construction, Inc., 65 B.R. 521 (Bkrtcy. N.D. W.Va. 1986).

Please let me know if there is any additional information
which Kaiser Coal Corporation can provide to you with respect to
our compliance status.

Collins
JCC:ijk
Enclosures

cc: Denise A. Dragoo, Esqg.
Craig Christensen, Esqg.
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KAISER STEEL CORFORATION

Group Balance Sheet
Nevember 30,1986
Fab,
Kaimer Produots
Stesl  Adj/  Grop Coal Disc,
Cxp, Elim. &Pipe Crap Cotp. Ottar  Oper,
2,0% 0 1,08 615 0 26 216 (9)
16,333 (248) 3,70 8,7 0 3,420 P 5
6,5% 0 0 0 0 634 0 6,00
18,15 20 4,24 13,8 0 0 0 (%)
5,91 (38 1,07 17,05 ] 5,952 1,763 376
»5 »5 0 0 0 0 0 0
60,465 0 10,108 40,374 0 10,232 2,317 6,373
9,054 0 0 0 0 G034 0 0
28,454 0 0 Zm,454 0 0 0 0
80,915 0 242 3B,27 6 = 1, 0
34,065 (3,861) 7,70 15,540 0 10,765 0 3,851
134,565 (5,723) 60,118 73,185 0 1,362 4] Y]
4,656 0 2 4,85 0 &9 0 0
(35,171) 2 (11,56) (0,5%) 0 (2,%3) (38) (12
7,614 (9,562) 5B.425 399,087 0 42,30 7,72 9,562
e 0 0 0 0 ) 0 o5
€0,7%4 1) 2 8,75 0 25,103 ™ 6,50
2,220 0 ° 0 0 R 0 0
9,953 9,563 0 0 0 0 0 ol
679,665 0 €8,%7 458,19 0 119,085 104 40



KALSER STEEL CORFORATION
Grap Balance Steet
Novembar 30,1985
Tab,
Kaioar Products
{Thoumards of dollars) Steel  AdJ/  Grawp Cenl Disc.
Cap. Eldm  &Pipe GCrap  KIC Coxp, Other  Oper.
Liabilities and Stockholdars' Equity
Current partion of long-torm debt 45,52 0 55 3,648 0 M2z 2,20 0
Aoconts payable 16,325 (124) 329 8,24 0 4,763 0 124
.. Erployment cowts 12,16 (114) 537 3,80 0 2,99 0 14
Interest 2,87% 0 0 1,58 0 &5 *» 0
Sthutdown of steelmaking and finishing 0 (38,027) 0 0 0 0 0 3,07
Other azrent liabilities 5,28 4 1,3 1,38 o 1,754 m %5
Current liabilities frem discortined
Series B preferred stock redeemable 23,014 ) 0 0 0 23,04 0 0
-Qurrent liabilities 143,341 0 10472 8,97 0 4,50 2,7 3,60
:Lengeterm debt 90,825 0 17,276 60,440 0 9,113 4,000 0
Other liabilities 8,610 (70) 2,212 2,747 0 &,x 20 788
Lang-tere lisbilities frem discentirusd
cparations 87,667 750 0 0 0 ) 0 247
Capital stock and surplus 129,085 0 0 0 0 129,085 0 ]
Retained earnings:
YD 1985 emrnings (37,478) 0 (1,618) 2220 2,51 (12,3%) (1,45) (%6,5%1)
Begirmiing balarce / otrer (20,569) 0 2,245 325,750 (2n531) (ﬂ.ﬁ) 4,648 (278,275)
Balance at 11/30/96 (%7,667) 0 20,627 38,00 0 (105,851) 3,193 (%R,86)
Stockholders' equity 71,218 0 20,87 32,00 0 2,234 3193 (XR,86)
Limbilities ard Stockhplders' Bquity 875,665 0 68,%87 4%8,189 0 119,883 1040 23,4%





